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SUBJ: CENTRAL BANKS SOAKS UP EXCESS LIQUIDITY WITH U.S. 
TREASURY BILLS 

1. ON MAY 28 THE NETHERLANDS CENTRAL BANK SOLD 384 MILLION 
GUILDERS IN US TREASURY BILLS BY TENDER, AT A RATE OF EXCHANGE 
FIXED BY THE BANK AT 2.40 GUILDERS PER DOLLAR. THE BILLS, 

WHICH WILL BE BROUGHT BACK BY THE CENTRAL BANK BY JUNE 6, 
WILL PAY ONE AND THREE EIGHTS PERCENT INTEREST AT AN ANNUAL 
RATE. EARLIER (ON MAY 23) THE CENTRAL BANK SOLD 446 MILLION 
GUILDERS IN DUTCH TREASURY BILLS, ALSO TO YIELD 1-3/8 PERCENT 
ANNUAL INTEREST AND ALSO TO BE PICKED UP AGAIN BY THE BANK 
BY JUNE 6. 

2. BOTH CENTRAL BANK ACTIONS WERE AIMED AT SOAKING UP EXCESS 
LIQUIDITY IN THE MONEY MARKET. 
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3. FYI. IT IS THE POLICY OF THE CENTRAL BANK TO AVOID WHERE 
POSSIBLE THE USE OF NON-INTEREST BEARING INSTRUMENTS FOR 
PURPOSES OF LIQUIDITY CONTROL. (NEVERTHELESS, IN 
CONJUNCTION WITH THE ABOVE TENDERS, IT RAISED FROM A LEVEL 
OF NIL TO A LEVEL OF 1 PERCENT THE "CASH RESERVE" OF THE 
COMMERCIAL BANKS WITH THE CENTRAL BANK FOR THE PERIOD 
MAY 29 TO JUNE 4, THEREBY WITHDRAWING ANOTHER 420 MILLION 
GUILERS FROM THE MARKET). HOWEVER, THE CENTRAL BANK'S 
SUPPLY OF DUTCH TREASURY BILLS IS LIMITED (AND HAS BEEN SO 
HISTORICALLY), FORCING IT TO SEEK ALTERNATIVE MEANS OF 
CARRYING OUT THE ABOVE POLICY. OVER THE PAST COUPLE OF YEARS 
THE CENTRAL BANK HAS THEREFORE UTILIZED WITH THE NEW YORK 
FEDERAL RESERVE BANK'S CONSENT, ITS SUPPLY OF U.S. TREASURY 
BILLS TO BRIDGE THE GAP. THE U.S. TREASURY BAILLS WHICH ARE 
"SOLD" IN THIS MANNER BY THE CENTRAL BANK IN FACT DO NOT 
CHANGE OWNERSHIP BUT REMAIN IN THE CUSTODY OF THE NEW YORK 
FED FOR THE ACCOUNT OF THE NETHERLANDS CENTRAL BANK. 
TANGUY 
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